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F I S C A L  N O T E

S T A T E  O F A L A S K A
2007 L E G IS L A T IV E  SESSION

Revision Dale/Time (Note if correction):____________
Title Extend Regulatory Commission of Alaska

Fiscal Note Number:
Bill Version:
() Publish Date:

MB U0CS(l*C)COMriCA05-0507
CSHB I10(L&C)

CommerceDept. Affected]_______________________________
RDU Rngu'alory Commission of Alaska (399)
Component Regulatory Commission of Alaska

sponsor
Requester

Labor & Commerce
House Finance

Expend itu res/Revenues
Component No. 

(Thousands of Doi'ars)
2417

Note: Amounts do not include inflation unloss otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2011) FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

5,354.6 5,364.6 5,364.6 5,364.6
55.0 55.0 55.0 55.0

1,530.9 1,530.9 1,530.9 1,530.9
56.9 56.9 56.9 56.9
12.6 12.6 12.6 12.6

TOTAL OPERATING 0.0 7,020.0 7,020.0 7.C20.0 7,020.0

[CAF;TAL EXPENDITURES

CHANGE IN REVENUES ( ) ~|"

FUND SOURCE (Thousai ds of Dollars)
1002 Federal Receipts 1
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Heat'll
1141 RCA Receipts /.020.0 7,020 0 7.020.0 7.020.0

TOTAL 0.0 7,020.0 7.U20.1 7,020.0 7,020.0

Estimate of any current year (FY2007) cost: 0.0
Mark tills box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: | x

POSITIONS
Full-time 57 57 57 57 57
Part-time
Temporaiy

ANALYSIS: (Allncli a scparato pngu if nocossary)
This legislation extends the Regulatory Commission of Alaska (RCA) to Juno 30. 2011. In accordance with 
AS 44.66.010(b), funding is extended one year following the termination date allowing the* commission to 
conclude its affairs. This legislation also makes changes to thu duo date and content of a required repoit. 
Those changes would not result in the need for additional resources to implement those provisions,

The RCA is funded through the Regulatory Cost Charge (RCC) mechanism and direct charges. No jenural 
funds are allocated for support of tho agency. The RCC is recalculated each year and allows the agency to 
recover its operating costs through an assessment on tho revenues of regulated industry.

Prepared by: 
Division

Approved by: 
Agency

Kate Giard, Chairman Phone 907-276-6222
Regulatory Commission of Alaska Date/Time 5/5/07 5:01 PM
Emil Notti. Commissioner
Commerce, Community, and Economic Development

Datu 5/5/2007
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C O M  M LI N ( T Y  A N D  
ECONOMIC DEVELOPMENT

C O M M E R C E
D E I ’  A  K  T  M  E N T  O  1- ' Sarah Pa/in, Governor 

William C. No//, Commissioner 
Kale Gian/, Chairman

*0̂ 0'IfSâ

December 6, 2006

Ms. Pat Davidson, Legislative Auditor 
D ivision of Legislative Audit 
PO Box 113300 
Juneau, AK 9981 I

Dear Ms. Davidson.

The Regulatory Commission of Alaska (RCA) received your Confidential Preliminary 
Audit Report on November 14, 2006. The Commissioners met in Executive Session on 
November 22, 2006, for the purposes of discussing the report and have formulated this 
response.

We believe a governmental agency must never stop trying to improve. It must never 
rest on its laurels or forget that just beyond the horizon lies a better way to do business, 
one that's more efficient, promotes greater accountability or enhanced transparency

A fter three years of concentrated efforts, the RCA is a better, more efficient and 
responsive regulatory agency. Yet, our mission is not complete. Wo must strive to 
continually de liver an improved and balanced regulatory environment that achieves our 
statutory mandate of protecting the public interest. We are wholly comm itted to that 
goal.

This audit report delivers a straight-forward and comprehensive evaluation of tho 
Agency. Wo appreciate the work of the legislative auditors who spent four months 
immersed in A laska ’s complex regulatory environment. The resulting management 
le tter includes three recommendations that are germane and timely. Wo will implement 
them w ithout question.

Wo again thank Legislative Audit for a fair and honest evaluation and seek support of 
tho Alaska Legislature for the recommendations contained therein.

701 W. 8ili Stiect, Suite 300, Andioiagc, Alaska 99501 3160 
Telephone: (907) 276 622.? Pax: (907) 276 0160 Text Telephone: (007) <165-5 137 

Wchsile: lnip:/Av\vwiconntictce,!>l.iuv.tk.U!f/rcn/
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S J S e r v i c e s  O F  
A l a s k a ,  i n c .

p r o v i d i n g  a d m i n i s t r a t i v e :  s e r v i c e s  t o
c o l l e g e ; U t i l i t i e s  C o r p . a n d  g o l d e n  H e a r t  U t i l i t i e s , I n c .

Ja n u a ry  26, 2007

Governor S a ra h  Palin  
S ta te  of A laska 
Box 110001 
Ju n eau ,  AIC 99811

RE: REGULATORY COMMISSION OF ALASKA SU N SET REVIEW

D ear Governor Palin:

Changes are  needed  to the A laska S ta tu tes  regard ing  the Regulatory  Commission of
Alaska (RCA). I believe the  following, a t  a minimum , is needed:

1. Reduce the  s ta tu to ry  time allowed for ra te  cases from 15 m onths  to 9 
m onths, w hich is the time line for m any  o th e r  commissions (see
Legislative Budget and  Audit Report da ta  for support).

2. Lim it discovery by all parties  in RCA m atte rs .  There  is cu rren tly  no limit.

J. P lace Regulatory  Affairs and  Public Advocacy (RAPA) un d er  the control of
the RCA. I t  is now an independent agency with little  or no oversight.

4. Raise bo th  the  qualifications and  sa lary  of the RCA Comm issioners. Pay 
shou ld  he equal to th a t  of Superior Court judges. T he  appropria te  pay  
will a t t r a c t  qualified candidates.

5. C rea te  w ith in  the RCA the position of Chief of S ta f f  o r  Executive Director 
to exercise s ta f f  cont rol and to act as a liaison w ith  u ti lity  personnel.

BACKGROUND

O ur w a te r  and  w a s te w a te r  utilities serve more than  8,500 cus tom ers  in the  g rea te r  
Fa irbanks  a rea  w hich  rep resen ts  a population of over 50.000.

O ur u tilities a re  regu la ted  by the Regulatory Commission o f  A laska a s  to rates, 
regula tions a n d  service. We believe the level of service ou r  u ti l i t ies  provide is of t,la- 
h ighest quality . To b e a r  th is  out, the RCA has  received a n  average  of loss th a n  six 
com plaints p e r  y e a r  from o u r  custom ers  for the p as t  seven yours. (This includes those 
re la ted  to r is ing  ra tes).
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As resu lt  of a ra te  filing stipulated  March 19, 2003, ou r utilities were required by the  
RCA to file for, among o ther things, new ra tes  th a t  would levelize both w ate r  an d  
w astew ate r  ra te s  betw een the two utilities, GHU and  CUC, i.e., postage stam p rates, by 
A ugust 1, 2005, based  on a  2004 test year.

O ur utilit ies m ade a t tem p ts  to file early and to m ake the  expected difficult process 
simpler, b u t  did not succeed. With permission from the  RCA, our complete filing w as 
filed A ugust 22, 2005. The filing was rejected for w h a t  we believed to be m inor 
deficiencies. Commission s ta ff  informed us th a t  they  were directed to reject filings if  a t  
all possible to d im in ish  work load and extend timelines.

The in itia l filing w as split into three pa r ts  and  the  ra te  portion  of the filing was finally 
accepted by the RCA on October 7, 2005. The s ta tu to ry  tim eline of 15 m onths th e n  
s ta r ted .  A final decision was issued J a n u a ry  8, 2007, the  la s t  day of the s ta tu to ry  
timeline, all based on a  test y ea r  of 2004 for ra te s  th a t  should  have been in  effect fol­
iate 2005 and  2006.

A t the  po in t the  filing w as accepted, the  real difficulties began. There were four 
in terven ing  parties ,  including RAPA. Discovery took m onths  w ith  huge costs. The 
hearing  w as finally held in  Fairbanks the la s t  week of A ugust 2006. In the m eantim e, 
as sales w ere sh a rp ly  declining and costs sh a ’ply rising, ou r utilities a t tem p ted  in  
J a n u a ry  2006 to su p p lem en t the October 7, 2005 filing to upda te  it for new increased  
costs, an d  to correct some errors  th a t  had  been m ade in the original filing. T h a t  
supp lem en ta l filing w as rejected so our utilities filed for additional ra te  relief J u n e  5, 
2006 based  on a  2005 te s t  year. In terim  relief was g ran te d  in  A ugust 2006.

We received the final decision in the first case on J a n u a r y  8, 2007, more th an  four 
m onths  a f te r  com pletion of the  hearing  in the  m atte r .  In the  interim , the Ju n o  5, 2006 
filing, w ith  m an y  of the sam e issues expected to he resolved by the  J a n u a ry  8, 2007 
decision, is now in t he throes of discovery over m any  of the sam e  issues.

Costs to o u r  u ti l i t ies  alone in the 2001 lest y ea r  case a re  more th a n  $1 million. T hese  
costs are  for legal, consulting, ra te  of re tu rn  experts, cost of service s tudy  contractors  
and  o ther  d irect ou ts ide  expenses. Utility s ta f f  time, which is substan tia l,  is not 
included, no r  a rc  the  costs of the interveners, including RAPA. The added revenue 
req u irem en t being reques ted  in the 2001 case is abou t $2.3 million. Additionally, ou r  
2005 te s t  y e a r  case  is now stacking  up now costs. Discovery in the  200-1 case consisted 
of several h u n d re d  reques ts  result ing in approxim ate ly  15,000 pages being produced. 
The J a n u a r y  .8, 2007 decision allowed recovery «if only $ll8 ,0 l)-l/ycnr for th ree  years, of 
the $1 million req u ire d  to he spent.

We do not believe th e  regula tory  process, a r  ou tl ined  above, serves our ra tepayers ,  
employees o r  shareho lde rs .  From our perspective, we believe the process is broken and  
in  dire need  of repa ir .
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1. The s ta tu to ry  timeline is far too long. The process simply expands to fill 
the available time. In  2006, du ring  RAPA discovery, item s produced  in 
early  discovery, one to two m onths before reply testim ony was due, were 
not exam ined  until the sam e week reply testimony w a ' "Pie. We know 
this because our production of sam e was inadverten tly  in :. iplete! U pon 
discovering th is omission and  calling it  to our a t ten tio n  ttne week reply  
testim ony was due), we produced correct docum ents w ith in  hours. To 
requ ire  four and  h a lf  m onths to adjudicate case m a tte rs  afte r h ea r in g  is 
too long. M any o the r  jurisdictions have s ta tu to ry  or voluntarily  utilize 
tim elines of 9 or 10 m onths. The s ta tu te  needs to be changed  to 9 m onths. 
I f  a  m istake  is m ade e i the r  in favor of or aga inst the  utility, a  p ro m p t 
refiling can  he m ade by the u tility  or required by the  RCA. (See th e  
resu lts  of the Legislative Budget and  A udit review of the  RCA for S u n se t  
Review for supporting  docum ents for reduced s ta tu to ry  timelines.) R ates  
need to be in effect during  the computed time frame, no t one to two years  
later.

2. Discovery is totally ou t of hand. The volumes of d a ta  reques ted  by various 
par ties ,  mostly RAPA an d  o ther interveners, is beyond analysis, w ith  
costs ou t of sight. There are basically no discovery ru les  in w h a t  h as  
become a n e a r  court like affair. A t the  least, ru les  of discovery ough t to be 
adopted  s im ila r  to o th e r  legal venues, w ith  a n  eye to limits on discovery 
both  in time a n d  am ount.

3. RAPA was c rea ted  by our la te  governor from the  RCA's Public Advocacy 
•Section, so the  governor could exercise control over pipeline regula tion. 
T his  change  w as ill conceived a t  best. RAPA is now responsible to no one. 
It a p p ea rs  to he ru n  by the A ttorney G eneral even th rough  control ought 
to in p a r t  be exerted  by the RAPA s ta ff  section head. This ap p ea rs  n e t  to 
he th e  case. RAPA contributes to large costs, case delays, and  huge 
difficulties for th e  RCA. The RAPA group needs to be b rough t back u n d e r  
the  control of th e  RCA so someone can exercise oversight.

In fo rm al d iscussion and  discovery du ring  RCA proceedings is a lm os t non­
ex is ten t.  The process is controlled by a t to rneys  and  a  u ti lity  a lm ost never 
really  gets  to “toll its story”. This lack of dialog betw een the utilit ies and  
ihe  RCA m u st change. Dialog m u s t  be requ ired  by s ta tu te ,  especially 
d u r in g  the  tim e between initial filing and  suspension. S e tt lem en t 
d iscussions need to he m anda ted  by s ta tu te .

1. C om m issioner’s c u r re n t  pay levels a re  abou t $85,000/year and  a re  se t  by 
th e  l e g i s l a t u r e .  Qualifications a re  not se t  a t  a  high bar. T h is  is wrong. 
Pay  should  be se t a t  a  h igher level and  au tom atically  ad justed  w h en  o ther  
s ta te  sa la r ie s  a re  adjusted . S uperio r  Court, judge levels a re  an  
a p p ro p r ia te  pi..ce to s ta r t .  Qualifications ough t to he ac the  level of
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M asters  in Business Administration, professional engineers, a senior 
attorney, or s im ilar high qualifications.

5. The RCA s ta ff  does not really have a leader. The Commission Chair, 
which rotates, tr ie s  to do this bu t considering adjudicative and  hearing  
duties, th is is very difficult. Consequently, s ta ff  mcmo/analysis/decisions 
reached  during  the  45 day timefram e before s ta tu to ry  suspension a re  
often times not properly reviewed, analyzed or though t out. The RCA 
needs a  chief of s ta ff  or an  executive director th rough  which th is  control 
can be exercised. This should be spelled out by s ta tu te .  This could 
alleviate the ex p a r te  issue.

The continuing h ea l th  of the  s ta te ’s utilities along with a balance to protect ra tepayers  
dem ands th a t  these issues be addressed.

Sincerely,

George Gordon
D irector of Regulatory Affairs

ec: S ena to r  Gene T h crr iau lt
Sena to r  Joe Thom as 
S ena to r  Gary YVilken 
R epresen ta tive  David G uttenberg  
R epresen ta tive  Scott K aw asak i 
R epresen ta tive  M ichael "Mike” Kelly 
R epresen ta tive  J a y  R am ras  
R epresen ta tive  J o h n  Coghill Jr.
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE

Division o f  Legislative Audit

P.O. Box 113300 
Juneau, AK 9811-3300 

(907) 465-3830 
FAX  (907)165-2347 

Icyaudit@lcgis.slatc.ak.us

November 8, 2006

Members o f  the Legislative Budget 
and Audit Committee:

!n accordance with the provisions o f  Title 2*} and Title TI o f  the Alaska Statutes (sunset 
legislation), the attached report is submitted for your review.

DEPARTM ENT OF COMM ERCE, COMM UNITY, AND 
ECONOMIC DEVELOPMENT 

REGULATORY COMMISSION OF ALASKA 
SUNSET REVIEW

October 20, 2006

Audit ( 'ontrol Number

08-200*18-06

This audit was conducted as required by AS 11.66.050 and under the authority o f  
AS 24.20.271(1). Alaska Statute ‘14.66.050(e) lists criteria to be used to assess the demonstrated 
public need for a given board, commission, agency, or program subject to the sunset review 
process. Currently, under AS 14.66.010(a)(3), the Regulatory Commission o f  Alaska is 
scheduled to terminate on June 30,2007

In our opinion, the termination date for this commission should be extended. Wc recommend 
the legislature extend Ihe termination date to June 30.2015.

I lie audit was conducted in accordance with generally accepted government audit standards 
f  ieldwork procedures utilized in the course o f  developing the findings and discussion 
presented in this report are discussed in the Objectives, Scope, and Methodology.

Pat Davidson, CPA 
Legislative Auditor

mailto:Icyaudit@lcgis.slatc.ak.us
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In accordance with Title 24 and Title 44 o f  the Alaska Statutes (sunset legislation), we have 
reviewed the activities o f  the Regulatory Commission o f  Alaska (RCA or commission). 
Under AS 44.66.050(a), the legislative committees o f  reference arc to consider this report 
during Ihe legislative oversight process to determine whether the commission’s termination 
date should he extended. Currently, AS 44.66.010(a)(3) requires the commission to terminate 
011 June 30, 2007. If  the legislature takes no action to extend the termination date, the 
commission will have one year from that date to conclude its operations.

O bjectives

The following are the three central, interrelated objectives o f  our report:

1. To determine if  the termination date o f  the commission should be extended.

2. To determine if  the commission is operating in the public’s interest.

3. To determine if the commission has exercised appropriate oversight o f  certificated utilities 
and pipeline companies.

Tho assessment o f  operations and performance o f  the commission was based on the 
11 fac'ors set out at AS 44.66.050. Under the Stale’s “sunset” law, these factors are to be 
used in assessing if an agency, subject to the law, has demonstrated a valid public policy 
need for continuing operations.

Scope and Njethodoloi;v

The major areas o f  our review included:

• assessment o f  management controls,
• compliance with statutory deadlines for certain Ibiinal proceedings,
• compliance with statutory notice periods for tariff tilings,
• compliance with public notice requirements,
• evaluation o f  the regulation adoption process, and
• review o f  the eousumci protection activities.

Our audit reviewed operations and activities o f  the commission from July 2002 through 
June 2006 (h‘Y 03 l- Y 06),

M  ASKA ' / M l '  I I ( . I ' l l  A l l  in I I t V I  . i i  i l l  I >1 I l i . l ' . l  A l l V I  A l  ’ I ' I '



Our review o f  the major areas was supplemented with information obtained from individuals 
employed by, or representing, the regulated utilities and pipeline companies. Two surveys 
were conducted. The surveys consisted o f  various questions soliciting the opinions o f  these 
groups about the operations and decision making processes o f  RCA.

One survey was sent to a sample o f  individuals who were involved in docket1 proceedings. 
Topics in this survey included: statutory timelines, communication o f  the statutory deadline 
for docket proceedings, timeliness o f  dockets without statutory timelines, the hearing 
process, statutes, regulations, RCA ’s overall operations, and usability o f  the commission’s 
website. A sample o f  77 individuals2 was selected from the service list attached to each 
docket’s final or last order. Twenty-six o f  the 77 (34%) individuals surveyed responded.

Another survey was sent to a sample o f  individuals from the regulated entities that had 
interactions with R C A ’s consumer protection section. Topics in this survey included: R C A ’s 
informal complaint process, regulations, RCA’s overall perations, and the usefulness o f  the 
com m ission’s website. A non-probability sample o f  29 individuals was selected from a list3 
o f  contacts provided by the consumer protection section staff. Fifteen o f  the 29 (52%) 
individuals surveyed responded.

We evaluated dockets and tariff filings to determine that: I) dockets were processed within 
the applicable, if  any, statutory timelines or within tariff statutory notice periods; 2) certain 
data maintained in R C A ’s database systems is reliable; anil 3) RCA provides adequate public 
notice o f  commission meetings, docket proceedings, and tariff filings.

Our evaluation covered dockets opened on or after July 1, 2002 through May 10, 2006. We 
excluded pipeline dockets since those proceedings have no statutory timelines. The total 
number o f  dockets in our population was 465. W e tested a randomly-selected statistical 
sample o f  35 dockets. We also reviewed all final decisions o f  rule-making'1 dockets closed 
during the period to ensure the closure was within statutory timelines.

In addition, RCA had 367 pending dockets at the end o f  FY 02. During our audit period, 
there were 796 dockets closed, including those pending at the end o f  June 2002. O f  the 796, 
211 were dockets on utility matters that had an associated statutory timeline. We sampled 
25 o f  these utility dockets to confirm closures were based on decisions on substantive issues.

<)ur scope for tariff filings included those filed on oi after July I, 2002 through June S, 2006. 
We excluded ta iil f  tilings that were withdrawn oi suspended and those that were related to

1 I he term it' ckel is used l\v RCA Id relci in a formal pioccedmp he I'm c the commission.
' hotly nine uni,viiln.il-> were involved in ulilily docket', -’0 were involved in pipeline docket.?, 7 uc ic  involved ill 
bollt ulilily and pipeline dockets, and llic reinainiiij; one was die public advocate in die Depailmenl ol I aw.
1 Allliinif'Ji, die lisi did nut consist ol all the nliliiics and pipelines lejjulatcd by Kl'A, they included companies dial 
iheconsumer protection section had regular contact with duiiin', die audit pciiod.
1 A lulcniiakinp, docket is a mallei in which RCA considers ceilam additions, deletions, or amendments lo its 
iciMitalions.

We excluded dockets already reviewed m our Matislical sample
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quarterly or annual adjustments,6 The total number o f  tariff filings in our population was 915. 
We tested a non-probability sample o f  35 tariff filings.

During our field work, we also:

• Assessed the adequacy ol’management controls over the docket and tariff filing processes

• Reviewed R C A ’s mandated quarterly reports to Ihe legislature

• Evaluated the reliability o f  certain data maintained in Ihe commission’s databases

• Analyzed consumer complaints against utilities filed with the commission

• Reviewed applicable statutes and regulations

® Contacted the state ombudsman, the office o f  victims’ rights, the Alaska State Human 
Rights Commission, the U.S. Equal Employment Opportunity Commission, the Alaska 
l abor Relations Agency, and the equal employment opportunity s taff within the 
Department o f  Administration

Reviewed proposed legislation and related testimony

Interviewed commissioners, RCA staff, and management o f  regulated entities

Researched other states’ regulatory commission websites, statutes, and regulations

Reviewed R C A ’s annual repo' ts ami operational performance measures

Analyzed the expenditures o f  the commission and appropriations o f  the regulatory cost 
charges paid by the regulated entities

Read R C A ’s transcrip's o f  certain public meetings and hearings as well as related 
commission decisions

t hese tariff liline.s included adjustments due to power cost equalization allocations and KCA's icf'iilatory i.itc 
charges'.
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The Regulatory Commission o f  Alaska (RCA or commission) was created July 1, 1999, upon 
reorganization o f  the Alaska Public Utilities Commission by Chapter 25, SLA 1999. Under 
state law, RCA is responsible for ensuring safe, adequate, and fair public utility and pipeline 
services. This is to be done by allowing regulated entities to charge users rates and provide 
service in a manner consistent with the interests o f  both the public and regulated entity. The 
commission has the authority to adopt regulations and to hold 
formal, quasi-judicial hearings to accomplish these purposes. ICxhibit I

RCA regulates pipeline, telephone, electric, natural gas, water, 
sewer, refuse, cable '1 V, and steam services. All pipelines, and 
all other public utilities with ten or more customers, are 
regulated by the certification process. A public utility or 
pipeline company must obtain a certificate o f  public 
convenience and necessity, which describes the authorized 
service area and scope o f  operations. A certificate is issued 
upon the commission formally finding the applicant to be fit, 
willing, and able to provide the service requested.

RCA Econom ically 
R egul.iteil C ertificates 

by  Service T ype

Telecommunications 63
Electric 32
Pipeline It)
Refuse 13
Water 11
Gas 6
Sewer 3
Cable TV 2

Besides the certification process, RCA also may economically regulates the rates, 
classifications, rules, regulations, practices, services, and facilities o f  public utilities and 
pipeline companies covered by statute. Utilities are subject to 
the RCA certification process but many are exempt from 
more extensive economic regulation. As o f  August 2006, 
there were 630 active certificated entities. O f  these 149 were 
economically regulated. Hxhibit 1 is a summary, by service 
type, o f  the economically regulated entities.

The commission consists o f  five commissioners appointed by 
the governor and confirmed by the legislature. Ihe 
commissioners must either be a member o f  the Alaska Bar 
Association or have a degree in engineering, finance, 
economics, accounting, business administration, or public 
administration from an accredited college o r  university. The 
commissioners serve six-year terms. (See hxlnbit 2 for the 
current commissioners and their terms.)

Exhib it 2
R egula to ry  C om m ission  of 

Al.isk.i M em bers

Kate G i.m l, C ha ir 
Term  Expires March 2007
An thony Price 
te rm  Expires June 2010
Mark Johnson
Term Expires March 200V
Dave I l.irbon r
Term I Spires M an li 2008
J.m IV ilsun
le i in Expires Man. It 2012
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The stall' o f  RCA is organized around six major functions: administration, finance, tariff, 
engineering, common carriers, and consumer protection. RCA had 60 funded positions7 in its 
$6 million FY 06 operating budget. A brief description o f  the services provided by each 
function is as follows.

• A dministration: This function is responsible for fiscal and personnel administration, 
budget preparation, and records management - ineluding the case management system. 
The commission chair is responsible for this function and is aided by an administrative 
manager, a commission section manager, an advisory section manager, documents 
processing and accounting personnel, and other clerical support staff.

• Finance: This function examines, analyzes, and evaluates financial statements submitted 
for rate eases. The finance staff audits financial records o f  utilities and pipeline 
companies and examines historical operating year data and pro forma adjustments. These 
analyses are presented at proceedings before the commission.

• T ariff: This function examines, analyzes, and investigates tariff filings and presents 
recommendations lo the commission at biweekly tariff action meetings. Administrative 
duties include organizing those meetings, ensuring that public notice requirements on 
tariff filings arc met, and maintaining current master tariffs for all utilities.

• F imineering: This function is responsible for certification proceedings and the 
investigation o f  utility ai.o pipeline company procedures and practices affecting service 
quality. The engineering staff also reviews legal descriptions for service areas, plans for 
plant expansion, and plant-in-service and depreciation schedules. These analyses are 
presented in proceedings before the commission.

• Common Carriers: This function develops, recommends, and administers policies and 
programs with respect to the regulation o f  rates, services, accounting, and facilities o f  
communications common carriers within the Stale involving the use of wire, cables, 
radio, and space satellites.

• Consumer Protection: This function investigates and resolves informal consumer 
complaints, and is responsible for public affairs and media relations as well as 
responding to information requests.

As o f  July 200.1, the responsibility o f  public advocacy for regulatory affairs was transferred 
to the Department o f  I.aw. The regulatory affairs and public advocacy section advocates on 
behalf o f  the public in utility matters that conic before RCA. Regulatory cost charges from 
the regulated entities continue to fund the public advocate function.

'  I  I n s  l r i t . i l  t i n e s  t i n t  i n c l i u l c  t h e  a s s i s t a n t  a t l u i i i e y  i y i h t i I  l l i . i l  I h e  D i ' p i i t i i i e n t  n t  I  a w  l i l t  l u s h e s  t n  l < (  ‘ A  l l u n i i p . l i  a  l e i u i h u r s . i l t l t :  

sen i . : i - s  a g r e e m e n t
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Exhibit 3 below, summarizes R C A ’s expenditures for the past four fiscal years. The funding 
source for almost all o f  these expenditures was the regulatory cost charges paid by the 
regulated entities. Beginning with FY 04, the expenditures for the public advocacy function, 
relocated to the Department o f  Law, are excluded from the amounts shown.8

E x h ib it 3
Regu la to ry Comm ission o f Alaska 

Summary o f Expenditures 
IY  03 - EY 06

Expenditures FY 03 F Y 04 IY  05 1Y 06

Personal Services
Travel
Contractual
Supplies
Equipment

$3,896,539
53,031

1,756,621
50,501

134,579

$4,005,622
55,359

2,001,549
54,555
85,536

$3,764,473
50,747

1,377,995
81,610

-0-

$3,582,676
S9,370

1,657,384
129,847
74,764

Total $5,891,321 $6,202,621 $5,274,825 $5,534,041

Source: RCA’s FY 03 annual report and the State’s accounting system.

* the regulatory affairs and public advocacy section within the Depainnciu o f I aw received $1 m illion in FY O J 
from R t’A and then was appropiiaied, from fees paid by regulated ritiuies, $1.3 m illion and S I.I million, 
respectively in FY 05 and FY 06.
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The Regulatory Commission o f  Alaska (RCA or commission) is currently working on two 
significant projects: the 2005 improvement initiative project and the development o f  a 
regulatory program for small hydropower projects within the State. The following is a brief 
summary o f  each o f  these projects.

2005 Improvement Initiative Project

In March 2005, the commission beg: » what it termed, the 2005 improvement initiative 
project. The three primary goals o f  the project were lo improve R C A ’s transparency, 
accountability, and operational efficiency. In order to achieve these goals, the commission 
identified four primary objectives:

1. To improve the regulatory environment for pipeline companies by partnering with them 
to jointly identify areas where RCA processes could be improved.

2. To improve the regulatory environment for utilities by meeting with key regulated 
industries to understand their view o f  RCA ’s oversight processes. Part of this effort 
would be to involve the utilities in setting priorities for regulation and statute changes, 
identifying the needs for a case management information system, and modifying RCA 
business practices.

3. To improve the internal operating and management structure o f  the commission.

4. To implement an integrated ease management system with a web portal to allow access 
by die “egulated entities.

R C A ’s actions under the first three objectives are discussed throughout the findings and 
Recommendation and Analysis o f  Public Needs sections. I he following discussion relates to 
the progress in the implementation o f  a case management information system.

Internet Integrated Case Management System

In late 2004, RCA began a series o f  meetings and workshops asking the public and the 
regulated entities what information technology improvements they believed were needed for 
the commission. A working group was formed o f  individuals from the regulated entities to 
better define R C A ’s system needs.

As a result o f  this process, in 2005 RCA began several information technology projects. In 
2000 the commission issued a request for proposals to obtain an integrated case management 
system. The star system, proprietary software o f  an information technology company known 
as ACO, was selected. In response to inquiries from the various entities regulated by RCA,
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the commission established a user committee o f  volunteers. The user committee members 
also solicited feedback from other utilities, pipeline companies, and organizations that 
interact with RCA.

The user com m ittee’s objective was lo develop the conceptual framework that would allow 
each regulated e n f ly  access to a web-based portal, secured by a password, through which all 
business interactions with RCA could re  transacted electronically. The budget for the new 
case management system and the web-based portal is approximately $2.25 million. It is 
anticipated that these projects will he completed by the end o f  2006.

Retaliation o f  smaller scale hydropower projects

RCA is in the process o f  establishing a regulatory program for small hydropower projects 
that are currently regulated by the Federal Energy Regulatory Commission (FIiRC). In 1999, 
federal legislation was adopted that provided for the phasing out o f  FliRC’s role in Alaska 
involved with licensing and regulating hydropower projects o f  less than 5,000 kilowatts.

The main reason for transfer o f  such authority from FIiRC to state regulation was that 
"Alaska presents special circumstances that Javor local control over projects. In the view 
o f  congress, state regulation would be timelier and less costly for both the current operators 
o f  the small hydropower projects and entities seeking initial approval for project 
construction. Transfer o f  this authority was contingent on the State developing a regulatory 
process that met certain requirements and was approved by FIiRC.

In 2002, the state legislature adopted legislation1'1 giving RCA authority lo develop 
regulations as part o f  establishing a regulatory program for small hydropower projects within 
the State.11 RCA opened a rule-making docket in Decem ber 2003 to begin the process o f  
developing a regulatory program. A stakeholder advisory committee was formed and 
numerous committee meetings, workshops, and public meetings were held.

Proposed regulations were issued for public comment in April 2005. Although rule-making 
dockets are to lie closed by a final order within 24 months, RCA exercised its discretion to 
extend the deadline by 90 days. In March 2006 the commission was still not prepared to 
adopt the regulations. At the commission’s public meeting, RCA’s assigned assistant 
attorney general advised that

... [state law |. . .  says [the commission) shall sue a final order in a ridemaking  
proceeding... not later than 2-1 months after a petition oj the regulation has been 
filed. ...my advice to |the commission is| that von have to follow that provision and

I Calendar N<>, 65, I0011' Congress, Committee on I nergy ami Natural Resources repot I to the Senate on S. 122.
Iu Chapter 107, Session I aw 20(12
II Not included for state regulation ate certain projects licensed or exempted under federal law bel'oic November V, 
2000.
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issue a final order.... That is not obligating you to adopt the regulations, i t ’s simply 
issuing a fina l order that would terminate the proceedings.

Accordingly, at the end o f  March 2006, RCA ordered the rule-making docket closed. In tho 
final order the commission stated a new rule-making docket would be opened and the entire 
record o f  the closed docket would be incorporated into the new docket. As o f  the date o f  this 
report a new docket has not been opened. Due lo the size and complexity o f  this regulation 
project, RCA is contracting for an attorney to assist in revising the proposed regulations.

Once the regulations have been edited, and a new docket opened, RCA intends lo hold public 
meetings on the revised proposed regulations. The regulations would then be further revised 
as necessary, adopted, and submitted to the governor for eventual transmittal to FERC. The 
federal agency then has a year for its review. Only after FERC has approved RCA’s 
regulatory program can the State lake over regulatory responsibilities, flic RCA chair 
anticipates this process will take approximately two more years from the date o f  the order for 
the additional public hearings.

In FY 07, RCA received a $150,000 appropriation from the State’s general fund to continue 
the process o f  developing the small hydropower regulatory program. The costs associated 
with the project prior to FY 07, approximately $207,000 have been funded through RCA ’s 
regulatory cost charges from the current regulated entities.
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R E P O R T  C O N C L U S  fOJVg

In developing our conclusion whether the termination date o f  the Regulatory Commission o f  
Alaska (RCA or commission) should be extended, we evaluated commission operations 
using the 11 factors set out at AS 44.66.050. Under the State’s “sunset” law, these factors are 
to be used in assessing if  an agency, subject to the law, has demonstrated a valid public 
policy need for continuing operations. As discussed in the Findings and Recommendation 
section, we identified areas where regulation changes could improve R C A ’s efficiency and 
accountability. Given the quasi-judicial nature o f  how RCA operates, we recognize making 
these pp posed regulation changes may he time consuming and attract extensive scrutiny and 
challenge by various parties that interact with RCA.

In our opinion RCA meets a valid public policy need and is -crving Alaskans by:
( I)  assessing the capabilities o f  utility and pipeline companies to safely and capably serve the 
public; (2) evaluating tariffs and charges made by regulated entities; (3) verifying the pass­
through charges to consumers from electric and natural gas utilities; (4) adjudicating disputes 
between ratepayers and regulated entities; (5) providing consumer protection services; and, 
(6) performing financial reviews o f  utilities for the Stale’s power cost equalization program. 
RCA has demonstrated the commission serves a public need. Under AS 44.66.010(a)(3), 
RCA is scheduled to terminate June 30, 2007. We recommer. i the legislature adopt 
legislation extending RCA ’s termination date to June 30, 2015.
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p m i i i j N c s A N i u u ^

In our previous sunset audit,12 we made three recommendations. The first recommendation 
was for ihe Regulatory Commission o f  Alaska (RCA or commission) to propose legislation 
to clarify statutes imposing statutory timelines on certain proceedings. Fn 2002 legislation 
extending the termination date for RCA, the legislature adopted statutes setting specified 
timelines for the commission to follow in making certain kinds o f  decisions. The statutory 
timelines apply to about half  o f  the regulatory decisions made by the commission. In 
Recommendation No. 1, o f  this review, we recommend the commission consider adopting 
further timelines for other actions not covered in statute.

A second recommendation stated R C A ’s chair should ensure that publication o f  notices o f  
formal proceedings is monitored. While there are still some operational deficiencies with 
ensuring all discretionary public notices have appropriately been made, RCA consistently 
meets basic public notice requirements related to its decision making process. The concerns 
related to this prior audit recommendation have substantially been addressed.

Ihe  third prior recommendation suggested RCA cither require smaller water and sewer 
utilities to be certificated or establish a meaningful exemption system by regulation. RCA 
adopted die necessary regulations in February 2001.11

The following recommendation is based on the current sunset review.

Recommendation No, I

lU ’A should proceed with the development o f  regulations that would enhance the 
transparency, accountability, and e fficiency o f  Ihe coiiiiniss io irs  decision making process.

In late 200-1, RCA held public meetings inviting comments on possible regulation changes 
that would improve the way in which the commission operated. In the early part o f  2005, 
based on comments from staff  in addition to those received from regulated utilities and 
pipeline companies at the 2004 meetings, RCA adopted a regulation projects plan, l'liis work 
plan is reviewed on a regular basis. Many o f  the projects would establish mure accountability 
standards for RCA operations.

In the course o f  our review, we identified three areas wltcic adoption ol regulations would 
promote improved efficiency, accountability, and msparency o f  R C A ’s decisions. All areas

11 D e p o r tm e n t  o t  C om m u n ity  u n i e c o n o m ic  D e v e lo p m e n t , R o g u h ito iy  C o m m is s io n  o f  A l . r k . i ,  'U in so t R e v lo n . November 26, POO?, Audit Control No. OS-2t)(>21-o V.
11 I hv v rcj;ul.ilinns became effective June in, 2001
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K x h ib it  4

Statu  I (> r y ' 1 im e lines

In a specia l session in  June 2002, le g is la tive  com m ittee s  con du c ted  ex tens ive  o ve rs ig h t 
hea rings  th a t focused on  K C A 's  w o rk lo a d  and the re gu la ted  u t il i t ie s ' c om p la in ts  o f 
s lo w  p rocess ing  o f th e ir  requests. The le g is la tu re  re sponded  to  these c o m p la in ts  by  
enac tin g  s ta tu to ry  tim e lin e s  fo r  RCA  dec is ions in  seve ra l ca tego ries o f  u t i l i t y  
re g u la to ry  m a tte rs . T he  a d d it io n  o f  AS 42.05.175 p ro v id e d , in  pa rt, the fo llo w in g :

(a) The commission shall issue a fin a l order not later llum s ix  m onths after a 

complete application is filed fo r an application...

(h) . . .  the commission shall issue a fin a l order not later than nine m onths after a
complete tariff filing is made fo r a ta riff filin g  that does not change the u tility 's  

revenue reipiiremcnt or rate design.

(e) . . .  the commission shall issue a fin a l outer not later than 15 m onths after a 

complete tariff tiling is made fo r a tariff Jihng that changes the u tility 's  

revenue requirement or rale design.

(tf) 'Ihe commission shall issue a fin a l order not later than 12 m onths after a

complete form al com plaint is filed against a utility or, when the commission 

initiates a formal investigation o f a utility without the filin g  o f a complete 
form al complaint, not later than 12 m onths after the order in itialing  the 

formal investigation is issued.

(d  ihe. commission shall i- ue a fina l order in o rule-making proceeding not Inter
lliali 24 m onths after a complete petition fo r adoption, amendment, or repeal 

o f a regulation...

(f) the commission may extend a timeline rci/uired under (a) -  (e ) ... i f  all parties 
of m o rd  consent to the extension or if, fo r one time only, before the timeline 
expires, the

(1) commission reasonably finds that good cause exists to extend...

(2) commission issues a written order extending the timeline ami -.citing

out its finding regarding good cause; ami

(2) extension of lime is I’d days or less.
(g) ihe i oinmission shall file ipaoterly report., with the I egishltive Budget and 

Am id  Committee identifying all extensions ordeicd under (f ) (2 ) .. .  

(e m p h a s is  a d d e d )
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we identified for improvement were included in the commission’s 2005 regulation projects 
plan -  although as o f  the elate o f  this report, the commission has not started the process of 
developing the necessary regulations. Our identified improvement areas include:
(1) establishment o f  additional timelines; (2) adoption o f  rules related lo discovery; and 
(3) defining when a record is considered complete and the given timeline starts. Further 
discussion o f  these issues is as follows:

1. Fstahlishiim timelines for matters not covered by statute. In 2002, legislation was passed 
imposing statutory timelines on certain matters that come before die commission. (Refer 
lo lixhibit 4.) However, these timelines apply to about half o f  the matters decided by 
RCA, leaving many filings and applications submitted to the commission without any 
formal, widely recognized timelines. This ongoing concern about timeliness was also 
reflected in almost half o f  survey responses received from representatives o f  regulated 
entities.

Our review o f  RC A ’s decisions indicated Ihe commission is consistently meeting the 
timelines set out in statute. This demonstrates RCA is committed to being as timely as 
possible. W e urge the commission to take the additional step o f  putting timelines, for the 
actions not covered by statute, into regulation.

2. F s la b lis h in g  standards for certain aspects o f  discovery. Fart o f  the prehearing process, 
during which each party requests relevant information and documents from opposing 
parties, is termed discovery, liaeh side is attempting to discover pertinent facts. 
Generally, discovery devices include depositions,14 requests for admissions,1 s 
interrogatories,16 document production requests, and requests for inspection. Fxcessive 
discovery requests during the course o f  a proceeding can be used as a lactic to drive up 
the legal costs for the opposing party. Additionally, extended discovery may contribute to 
longer proceedings, which runs counter to the central intent behind statutory timelines 
adopted m recent years.

In past years, the merits and possibility o f  placing some limits on discovery has been 
raised in public meetings between RCA commissioners, utility managers, and attorneys 
that specialize in regulation law. In comments icccived from respondents to our survey, 
the need for discovery guidelines and the use o f  what is termed "informal" discovery 
were listed as current suggestions for improvement, t huier current regulations RCA does 
have the authority, on a casc-by ease basis, to adopt procedural rules limiting the nature 
and extent o f  discovery.1,

1 ’Depositions .no proceedings in which a witness ot paily is asked to auswei questions under hclote a eoiut 
reporter.
mA request lor nlini .sum is ,t inquest to i patty tint they admit ceit.iin l ids < hie p utv sends the other i request I’m 
admission so that issues, the pailies aeiee upon, can he resolved and not have to l>e pinveii at heat nip.
1 Inteiiopatoties me wiitlen questions sent l>y one patty to the other tor ihe taller lo answer in wotine mulct Oalli.
1 Sec 3 AAC 48.091(1). Kulinps ilmt specifically limit certain aspects ofdistnvciy  are typically set out ill an mdci 
during the early pait o f  a proceeding IK 'A occasionally issues otdeis limiting dism vety, typically dome, so only it 
one of the patties make a request to do so, and can make a persuasive argument.

■ \ t  v n \  S T A I I -  I  i  n i s i  A t o m   Oil I I MSI SUM Anno



Slate court rules limit the number o f  interrogatories in civil matters lo 30. Federal civil 
procedure rules limit interrogatories to 25. Many regulatory authorities in other states 
have adopted rules related to discovery. In such situations where limits are imposed, 
provisions are typically made to allow parties to seek additional discovery. To do so, 
however, a party wanting more discovery must convince the adjudicative authority 
(judge, commissioner, hearing officer, etc.) to suspend or expand the established limits. 
If similar rules were in place al RCA, a parly making an extensive discovery request 
would first have to justify the need for a larger request.18

There is a need to balance due process against efficiency. There may be times when 
exceptions to an established standard may have to be made. However, there is merit in 
R C A ’s consideration o f  limiting some aspects o f  the discovery nroeess in the interest of 
promoting more efficient proceedings. Adoption o f  such rules by RCA would shift the 
burden o f  justifying broad discovery requests to the requesting party.

3. ( ’larifving terms used in statute that relate to established timelines for certain formal 
proceedings. State law, in setting timelines for var'ous RCA proceedings, refers to 
various matters as being “complete” before the related, specified time period begins. 
Terms such as "complete application," or "complete tariff filing" serve as reference 
points that trigger the deadline for a given decision. (See h'xhibit d.) The statute stales 
that a request from the regulated entity is complete when all requirements are complied 
with under RCA ’s statutes, regulations, ami adopted forms.

However, the determination o f  completeness is made informally by the advisory section 
staff rather than by a written decision o f  the commission. A more formal process 
performed by the commissioners or administrative law judges, rather than the current 
delegation to staff, would provide greater clarity to the regulated entities as to the 
completeness ol their requests.

Over a quarter o f  the respondents to our survey said they were not informed by RCA as 
to what the deadline date was lor their particular matter o f  interest. Although the date a 
matter is first opened may be clear, it is often some time before the tiling is considered 
complete. Determining when the initial filing is complete involves subjective judgment 
on the patt o f  RCA staff. In evaluating RCA ’s compliance with the timeline provisions, 
we occasionally saw where the dale when a tiling was considered complete was 
sometimes changed upon further review o f  the file.

R C A ’s determination ol the trigger date o f  the statutory timeline, the dale o f  
completeness, is a point on appeal in several cases in front o f  the Superior ( ’mat initiated 
dining the audit penod. I egal tilings and responses in the RCA healing process and

^  A ciim iil j live ceiling pioudcs an example o f  wlicie discovery appears to be unie.isoiuldc A iiyulatol i liliiv 
received live icqttesls limn .111 opposing paily lli.it mvtdved developing respini-.es In between I.‘inn and T~0(l 
tntcii■ ,i11>iics (die 11mill v.m ing depending oil how one chose In ci uni v.nions question sub p nisi
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appeals ol' RCA decisions may be limited by adoption o f  such regulations. Clarification 
o f  what determines completeness, and the process lo document and communicate the 
completeness date, could limit this as a point o f  contention.

If RCA adopted regulations to define when an initial application, filing, complaint, and 
petition are complete such action would enhance the transparency and accountability o f  
the com mission’s deliberative process. Alternatively, the commission could develop the 
practice o f  issuing an order to memorialize the date o f  when the initial record is 
considered complete. Such an order date could he integrated into the commission’s 
interactive internet web portal and all parties to a given matter would be on notice as to 
the deadline date for a given matter’s final decisional order.

TIk commission has been very proactive in soliciting feedback from the public, and the 
utility and pipeline companies, which are involved with RCA on an ongoing basis. While this 
process has identified key areas where RCA could improve its operations, the priority for 
implementation has to date been given to other matters. For the three issues discussed 
directly related to promoting efficiency, accountability, and transparency o f  R C A ’s decision 
making - w e  recommend that the commission take the next step and schedule the necessary 
hearing dockets.
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The following analyses o f  commission activities relate to the public need factors defined in 
AS 44.66.050(c). These analyses arc not intended lo be comprehensive, but address those 
areas we were able to cover within the scope o f  our review.

Determine (he extent to which the hoard, commission, or program has operated in the 
public interest.___________________________________________________________________

The Regulatory Commission o f  Alaska (RCA or commission) operates in the public interest 
in a wide variety o f  ways. The commission identifies its core services as including:

1. certification and economic regulation o f  utilities and pipeline companies;

2. assisting in the administration o f  the State’s power cost equalization program;

3. review o f  tariffs;

4. resolution o f  disputes among service providers in various regulated industries;

5. consumer protection;

6. refinement o f  the State’s utility regulatory framework; anil,

7. serving as a technical resource for legislative and administrative decision makers.

In carrying out its responsibilities, RCA acts much o f  the time in a quasi-judicial manner. 
Accordingly, decisions must be supported by findings o f  fact, and the findings o f  fact must 
be based solely upon the evidence as it appears in the record o f  a given proceeding. RCA 
continues to be very concerned about affording all parties to a given decision appropriate due 
process, while at the same time being responsive to concerns about the timeliness o f  its 
decision making process.

R C A ’s efforts at resolving consumer complaints with regulated utilities also serve the public 
interest. The commission resolves most informal complaints within 30 days. Most of the 
regulated entities responding to our survey reported they were satisfied with the complaint 
resolution process.

RCA has responded well u> legislative concerns about timeliness, In 2002, after extensive 
oversight hearings, the legislature pul into statute specific time periods for RCA to follow in 
making various decisions. We reviewed 35 tariff filings and 35 formal proceedings. In no 
instance did RCA take longer than permitted, by statute, to make a given decision.

As discussed in Background Information, RCA did issue a filial order to close a rule-making 
docket prior to completing the development o f  regulations related to hydropower projects.
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While such action allowed the commission to technically comply with the established 
timeline, the central intent o f  the statute was circumvented. The commission continues to 
work on developing the regulations and does intend to reopen a formal docket in the future to 
adopt the necessary regulations.

Determine the extent to which the operation o f  the hoard, eonnnission, or agency program 
has been impeded or enhanced by existing statutes, procedures, and practices that it 6..» 
adopted, and any other matter, including budgetary, resource, and personnel r:,„ters.

R C A ’s system, used to monitor progress o f  various hearing dockets and ensure impending 
deadlines aie met, is adequate in promoting the issuance o f  timely decisions.19 Such a system 
serves to prevent the triggering o f  default actions as provided for under the statutes for late 
decisions.

There is a lack oi’ clarity ab. ut when timelines for certain decisions, as provided for in 
statute, actually begin. The time period fo ra  decision begins when the initial record related 
to a proceeding is complete. However, there is no Ibmially established definition in policy or 
regulation about when the initial record is complete. Determination o f  completeness is 
critical to designating when a given time period starts. Additionally, from a survey o f  
selected parties involved with RCA proceedings, over a quarter o f  the respondents reported 
they had not been informed o f  any established deadline date related lo their matter that fell 
under the statutory timelines.

Almost half  ol the survey respondents involved with proceedings not covered by a statutory 
deadline believed the length o f  time it took to resolve their matters was unreasonable. For 
survey respondents involved in pipeline proceedings, which are not covered by any statutory 
deadline, 6 0 percent believed the length o f l im c  for such proceedings was unreasonable. As 
discussed in Recommendation No. I, we encourage the commission to develop regulations 
that establish timelines for matters not covered by state law.

Determine the extent to which the board, commission, or agency has recommended 
statutory changes that are generallyjif benefit to the public interest. ___

RCA commissioners provided testimony regarding the impact that 2003 legislation would 
have on commission operations. The legislation clarified state law related to the regulation of 
pipelines, The legislation expanded R t 'A ’s authority to regulate rates charged to customers 
for natural gas transported through any pipeline in the State, where previously such authority 
had been limited to a designated natural gas pipeline.

1 IIit'ic aie tliice components o f RCA s system, l ust, each mallei tiled with RC A is assigned to a responsible 
"docket manager" who monilois subot (mates' pnpiess in ptcpatinjj the matter for decision. Second, the Rl'A 
commission section manager m aintains. database to monitor workllow and to continually advise the coinmissioneis 
and stall'as to the needed allocation ol'rcsouices, Ihiidly, weekly meetings with the RCA chair, >dministialivc law 
jtidpes, and stall'are held to review the status o f all open dockets
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According to testimony, RCA worked with the Department o f  Law lo assist in developing 
2004 legislation that provided for assessments to fund the public-advocacy function related 
to utility and pipeline regulation. This function was transferred from RCA to the Department 
o f  Law by executive O rd er / /1 11. The legislation clarified RCA ’s authority under the 
Executive Order and provided for independence between the commission and the publie- 
advocate function.

RCA testified about the impact proposed 2005 legislation would have on commission 
operations. The legislation would have permitted privately owned utilities to be eligible for 
certain stale water and sewer infrastructure grants. Grant eligibility under the legislation 
would have been contingent on the recipient utilities remaining under R C A ’s regulatory 
oversight. The legislation was adopted by the House but not the Senate.

RCA testified in hearings related to proposed 2005 legislation exempting certain water and 
sewer utilities from regulation. More specifically, the proposed legislation exempted such 
utilities ow ned by local governments, if  the utility did not compete with a regulated utility. 
R C A ’s chair testified the commission could support the legislation if  certain safeguards were 
in place to protect the affected consumers o f  the utility. Under the final draft o f  the 
legislation, R C A ’s chair would have been charged with reviewing the existence and 
appropriateness o f  such safeguards. If the chair determined the measures were adequate, the 
commission would notify the administration that the utility was exempt from RCA ’s 
regulation. The legislation was adopted by the House but not the Senate.

Determine (lie extent to which the luutnl, commission, or agency has encouraged 
interested persons to report to it concerning the effect o f  its regulations ami decisions on 
the effectiveness o f  service, economy o f  service, and availability o f  service that it has 
provided. ____

RCA affords the public the opportunity lo 
speak at publicly noticed meetings o f  the 
commission. The quasi-judicial manner in 
which RCA operates provides extensive 
opportunity for all interested and affected 
parties to informally and formally respond to 
proposed regulations and decisions.

In addition, as part o f  its operating mission, 
RCA has an active consumer protection 
function which provides utility customers an 
avenue lo seek resolution o f  complaints. 
RCA generally tries to resolve disputes 
between customers and utilities informally, 
before opening a formal complaint.

I'NIiiliit 5
C onsum er C om p la in ts  

f ile d  w ith  RCA d u rin g  I;Y ()(>
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As reflected in Exhibit 5 on the previous page, RCA opened 415 formal complaints in 17Y 06. 
RCA resolved almost 90 percent o f  these complaints within 30 clays. Additionally, almost 
90 percent of the respondents to our survey, who were involved with the informal complaint 
resolution process, reported they were satisfied or very satisfied with the process.

RCA uses a variety o f  methods o f  notifying the public o f  formal proceedings. All notices 
appear on the com mission’s and the Stale’s website. Notices are also placed in newspapers in 
ihe affected regions o f  the Stale, posted at the local post office, or included with utility 
customer billings.

Determine the extent to which the hoard, eonnnission, or a gen cy has encouraged public 
participation in the making of its regulations and decisions.____________________________

RCA ’s internet website is another tool that is instrumental lor communicating with the 
public. Besides notices o f  upcoming meetings, formal actions are posted along with the 
commission’s annual reports, discussions o f  major regulatory issues, and a forum is provided 
for public comment. The process for tiling a consumer complaint is explained and visitors to 
the website can subscribe lo direct e-mail notices related to specific topics o f  interest.

Survey respondents report that R C A ’s internet website is easy to use for finding sought after 
information and the site provides sufficient information regarding dockets and tilings. RCA 
makes a computer terminal available at its office for the public to use for researching 
commission records. As discussed in Background Information, the commission sought and 
facilitated the formation o f  stakeholder groups to assist in the process o f  developing 
regulations for smaller hydropower projects. Tho commission has often used this consensus- 
building approach in developing regulations and making certain operational decisions.

In December 200 I, in response to frustrations voiced by pipeline companies, the commission 
began holding informal meetings with ceititleated companies. The meetings developed a 
listing o f  sugj. stions about how the oversight process for pipelines could be improved. In 
March 2(105, a follow-up meeting was held that documented the steps RCA had already 
taken and the com mission’s strategy to further address the concerns o f  the companies. These 
efforts should be continued to improve the commission’s regulation o f  pipelines.

RCA has used a public process to identity priorities for possible changes in regulations. 
Beginning in late 2001, commissioners solicited suggestions from staff, the public, ami 
regulated entities about what regulations should be amended or adopted. At a January 2005 
public meeting, RCA adopted a list o f  II proposed regulation projects. (See 
Recommendation No I.)
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Determine the efficiency with which public inquiries or complaints regarding the activities 
o f  the board, commission, or agency filed  with it, with the department to which a board or 
commission is administratively assigned, or with (he office o f  victims' rights or the office 
o f  the ombudsman have been processed and resolved. ______________________________

T he state ombudsman and the office o f  victims’ rights report receiving no complaints about 
RCA since our previous sunset review four years ago.

RCA orders and decisions are subject lo appeal to the state courts. Since the prior sunset 
review, 26 o f  the commission’s linal orders reflecting docket decisions have been appealed 
to the State’s Superior Court. The Superior Court has remanded three o f  the decisions back to 
RCA for further proceedings.

Additionally, the State’s Supreme Court litis issued decisions related to four RCA docket 
decisions, resulting in one decision being remanded back to RCA for further proceedings.

Determine the extent to which a board or commission that regulates entry into an 
occupation or profession has presented qualifie d  applicants to serve the p ublic.___

As discussed in Organization and function, “entry” into the provision o f  public utility 
services or the operation o f  a pipeline is regulated through the issuance o f  a certificate of 
public convenience and neces ily, A public utility or pipeline carrier must obtain from RCA 
a certificate o f  public convenience and necessity, which describes the authorized service area 
and scope o f  operations. A certificate is issued upon the commission formally finding the 
applicant to be lit, willing, and able to provide the service requested. The commission 
generally regulates the rates, services, and practices o f  these entities.

To that end, RCA employs utility financial analysts and utility engineers to perform the 
appropriate analyses to make a determination o f  an applicant’s capabilities before granting a 
cettilieate. Since 2002, RCA has issued 53 certificates o f  public convenience and necessity.

Determine the extent to which state personnel practices, including affirmative action 
requirements, have been complied with by the board, commission, or agency to its own 
activities and the area o f  activity or i n t e r e s t . ______________________________

We found no evidence o f  R C A ’s hiring practices or appointments that were contrary lo stale 
personnel practices. Since our sunset review during 2002, no complaints have been filed with 
any o f  f  o following: ( I )  Alaska State Commission on Human Rights in the Office o f  the 
(inventor; (2) U.S. Equal Employment Opportunity Commission: (3) Alaska Labor Relations 
Agency with the Department o f  Labor and Workforce Development; or (•!) staff specializing 
in equal employment opportunity issues in the Division ofl 'orsonnel within the Department 
o f  Administration.
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Determine the extent to which statutory, regulatory, budgeting, or other changes are 
necessary to enable the agency, board, or commission to better serve (he interests o f  (he 
public and to comply with the factors enumerated in this subsection.____________________

H alf o f  the respondents, to our survey o f  parties to formal proceedings, reported they do not 
believe the existing statutes meet the needs o f  the regulated entities and protect the public 
interests. Some o f  the areas that the respondents believe should be addressed by statutory 
changes were:

o protection o f  rural exemptions,

° provision o f  business incentive lo encourage investment in Alaska,

• amendment o f  the Pipeline Act (AS 42.06) to provide RCA a greater degree o f  discretion 
in deciding pipeline-related issues,

• clarification o f  statutory timelines due to recent RCA decisions,

• establishment o f  varying degree j  o f  regulation based on complexity and financial 
impacts,

• shortening o f  the statutory timeline for decisions in rate proceedings, and

• amendment o f  AS 42.05.175 to segregate the timeframes between adjudicative 
proceedings and the time given for the commission to issue its final order at the close o f  
such proceedings.

In addition, the results o f  our surveys showed that 43 percent o f  the respondents do not 
believe the existing regulations meet Ihe needs o f  the regulated entities and protect the public 
interests. Some o f  the areas that the respondents believe should be addressed by regulation 
changes were:

• deregulation o f  competitive markets,

• revision o f  ex parte communication rules,

• clarification o f  what constitutes a complete application/filing and when RCA must 
determine and document such completeness,

• addition o f  discovery limitations, and provision for use o f  more informal discovery.

As discussed in Background Information, RCA began in March 2006, what it termed, the 
2005 improvement initiative project. This project included setting priorities for statute and 
regulation changes with input from the regulated entities through the public meeting process.
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Determine the extent to which the hoard, commission, or agency has effectively attained its 
objectives and purposes and the efficiency with which (he board, commission, or agency 
has operated.____________________________________________________________________

According to 55 percent o f  the survey respondents, R C A ’s overall operations have improved
somewhat or significantly during the past four years. Eighty-eight percent (88%) o f  survey
respondents reported the efficiency o f  the commission’s hearing process has stayed the same 
or improved with 46 percent o f  the respondents reporting the hearing process over the past 
four years has become more efficient.

Since EY 03, R C A ’s operational performance measures have evolved. The current chair o f  
RCA is planning to implement a review o f  the performance measures and in the process 
obtain input from the regulated entities. The current performance measurements include:

■ issuing all orders within statutory deadlines;

• closing as many cases as the number received each year; and,

• limiting the number o f  its decisions that are appealed to the Superior Court.

RCA has substantially accomplished the above operational performance measures. See 
Recommendation No. I which identified regulations that could improve RCA’s efficiency 
and effectiveness.

Determine the extent to which the board, commission, or agency duplicates the activities o f  
another governmental agency or the private sector.  ____

Under state law,20 utilities owned and operated by local governments are exempted from 
regulation. The exemption o f  utilities owned and operated by governmental units is a 
com m on feature o f  utility regulation statutes across the country. The main reason for such a 
law is the accountability to the public for utility rates and services thought to be more 
efficiently accomplished through the local government electoral process. Accordingly, 
regulating rates ami service through a quasi-judicial adjudicatory process such as RCA could 
be considered duplicative in instances where a local government utility is not exempted.

This issue o f  possible duplication is reflected in recent efforts o f  the Municipality o f  
Anchorage (MOA) to have the city’s water and sewer utility exempted from RCA oversight. 
In both the 2003-04 and 2005-06 legislatures, bills have been considered that would amend 
the statutes related to such exemptions. The central purpose o f  the proposed legislation was 
to further specify that water and sewer utilities owned by a local government, such as MOA,

AS 42.05.711 (!>) slates in pari "...public utilities owned and operated by a political subdivision of the shite ... ore exempt from (RCA oversight]." The statute does allow such utilities to opt lor regulation upon the election o f the 
political subdivision’s governing body. Mote significantly though, if such a utility "directly competes with another utility or electric operating entity (subject to RCA regulation!." then the exemption does not apply. In siieli a 
situation Ihe political .subdivision utility remains subject to RCA regulation.
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would be exempt from regulation. The exemption would continue to be contingent on the 
utility not competing with other regulated water and sewer utilities.21

1 An entlirr attempt in 1 lie early 1990s by Mi i,\ to be exempted tiom KCA failed largely beeatise of concern ovei 
the city 's owiietshiji o f  both a water and scwet utility along with an clectiical utility. Since the commission 
determined M OA's eleetiieal utility did compete with other regulated utilities, tins precluded exemption of the water 
and sewer utility. Ihe commissi.mcis at the time weie concerned joint owneiship of an exempted water and scwet 
utility and nonexempt electric al utility could lead to a shitting o f  costs between the two entities. It w as dclci mined 
that such possible cost-shilling could be unfair to competing eleetiieal utilities

M ASK A .1 Ml II (.!' I A ll" I - 2 S  - |||VI' I I I I ,! I M|VI \|'I»lI



- 0 6 / 0 8 / 2 0 0 7  1 2 :  28 FAA 9 0 7 0 4 1 2 2 7 0  AAKP ALASKA STATE OFFICE
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May 8,2007

'Ilie Honorable Mike Chcnault, Co-Chair 
House Finance Committee 
Alaska State Capitol, Room 505 
Juneau, AK 99801-1182

The Honorable Kevin Meyer, Co-Chair 
House Finance Committee 
Alaska State Capitol, Room 515 
Juneau, AK 99801-1182

HB 110 (House Labor and Commerce Committee)—Support

Dear Co-Chairs Chcnault and Meyer:

On behalf o f  the AARP members in Alaska, we encourage you and your colleagues on 
the House Finance Committee to support HB 110, sponsored by the House Labor and 
Commerce Committee. HB 110 would extend the authorization for the Regulatory 
Commission o f  Alaska to 2011.

AARP iclics on the RCA because it offers our members and all Alaskans the best 
opportunity to ocliicvc basic consumer protections:

• The ability to make informed choices about utility services
• The security of safe and reliable energy and telecommunications services
• The assurance that sales practices and advertisements arc fair, so they do not 

confuse, mislead, or frighten the public
• The reassurance thrt consumers receive accurato infomiation, communicated 

clearly and in plain language, so wc understand our rights and remedies

'Hie RCA assures consumers the right to affordable rates and access to such basic 
necessary services as utilities and communications. NVc rely on the Attorney General to
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represent consumers on cases before the RCA. AARP has also represented consumers 
before the RCA and, especially in these days of increasing utility costs, wc rely on the 
RCA to protect our rights as consumers. AARP families need HB 110; all Alaskans need 
this bill.

We would suggest the Committee consider extending the RCA authorization beyond 
200S. The RCA is doing a very effective job and it seems to make sense to do more than 
a one year extension.

AARP recommends an “AYE” vote on HB 110.

Should you have any questions about our position, please feel free to contact me (586- 
3637) or Patrick Luby, AARP Advocacy Director (907-762-3314).

Thank you for your consideration.

Sincerely,

Mane Darlin, Coordinator 
AARP Capital City Task Foicc 
415 Willoughby Avenue, Apt. 506 
Juneau, AK 99801 
586-3637 (voice)
463-3580 (fax)

CC: Vice-Chair Bill Stoltzc
Representative Richard Foster 
Representative Mike Ilawker 
Representative Bill Thomas 
Representative Harry Crawford 
Representative Les Gam 
Representative Reggie Joule 
Representative Mike Kelly 
Representative Mary Nelson 
Representative Kurt Olson


